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elements including
reational facilities, etc.;

(v) The project must be covered by
hazard, flood, and liability insurance
acceptable to the Commissioner;

(vi) For projects with more than 30
units, no more than 10 percent of the
total units in the project may be en-
cumbered by FHA-insured mortgages.
(If endorsement would result in more
than 10 percent of the units in such a
project being encumbered by FHA-in-
sured mortgages, the condominium
project must be approved under para-
graphs (a) through (h) of this section.)
For projects with between 5 and 30
units inclusive, no more than 20 per-
cent of the total units may be encum-
bered by FHA-insured mortgages. For
projects with four units, only one unit
may be encumbered by an FHA-insured
mortgage under the spot loan proce-
dure of this paragraph (i); and

(vii) The assumability provisions of
§234.66 must be satisfied.

(2) Lenders must perform an under-
writing analysis and certify that a
project satisfies the eligibility criteria
for a spot loan in a condominium
project that has not been approved by
FHA. Lenders may use information
from the appraiser, the owners’ asso-
ciation, the management company, the
real estate broker, and the project de-
veloper, but the lender must ensure the
accuracy of the information obtained
from these sources.
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§234.54 Eligibility of assigned mort-
gages and mortgages covering ac-
quired property.

The Commissioner may insure under
this part, without regard to any limita-
tion upon eligibility contained in this
subpart (except that the property must
be located in a condominium project
approved under §234.26), any mortgage
assigned to the Commissioner in con-
nection with payment under a contract
of mortgage insurance, or executed in
connection with a sale by the Commis-
sioner of any property acquired in the
settlement of an insurance claim under
any section or title of the Act.

§234.255

§234.63 Location of property.

The mortgage, to be eligible for in-
surance, shall be on property located in
a State, as defined in §203.251 of this
chapter, and not located on ‘“‘Hawaiian
home lands,” as that term is defined in
section 247(d)(2) of the Act.

§234.65 Nature of title.

A mortgage, to be eligible for insur-
ance, shall be on a fee interest in, or on
a leasehold interest in, a one-family
unit in a project including an undi-
vided interest in the common areas and
facilities, and such restricted common
areas and facilities as may be des-
ignated. To be eligible, a leasehold in-
terest shall be under a lease for not
less than 99 years which is renewable,
or under a lease having a period of not
less than 10 years to run beyond the
maturity date of the mortgage.

§234.66 Free assumability; exceptions.

For purposes of HUD’s policy of free
assumability with no restrictions, as
provided in §203.41 of this chapter, the
definition of Legal restrictions on con-
veyance in §203.41(a)(3) of this chapter
does not include rights of first refusal
held by a condominium association for
a project approved by the Secretary
under this subpart prior to September
10, 1993.

Subpart B—Contract Rights and
Obligations—Individually
Owned Units

§234.251 Definitions.

The definitions in §203.251 of this
chapter apply to this subpart.

[61 FR 60163, Nov. 26, 1996]

§234.255 Cross-reference.

(a) Provisions. All of the provisions of
§§203.251 through 203.436 of this chapter
(part 203, subpart B) covering mort-
gages insured under section 203 of the
National Housing Act shall apply to
mortgages insured under section 234(c)
of the National Housing Act except the
following provisions:

Sec.

203.2568 Substitute mortgagors.
203.259a Scope.

203.280 One-time MIP.
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